Karch 20, 1959,

Personal and ggg;;dnntgal

Honorabvle Heury Morgenthsu, Jr.,
Seeretary of the Tressury,
¥ashington, D. C,

Dear Henry:

In sceordsnce with the coaversation I had with
you on Saturdey, I am enclosiug herswith a lettsr to be
delivared to the President setting forth my views on the
contemplated amendments to the old age insurance program,

Althouch the letter is shorter then the memorandum
I left with you on Seturday, the substance is the same with

the exception of the last psragraph.

Yours sincerely,

LBC:em
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March 20, 1939,

The President,
The ¥hite House,

Dear Mr, President:

In my ecapacity as 2 membsr of the Fisecel and Monetary
Advisory Board I have cearefully conszidered the three main pro-
poszle made by the Social Security Board in conmneetion with
emendment: to the old age insurnnes progrem, viz., coamencing
benefit payments in 1940, libasrelizins benefit provisions, and
permitiing the seheduled tax increase in 1940 to go into offeect,
I &= in favor of covmencing bepefit payments at the sarliest
possible moment, snd of liberslizing, to the fullast extent
feasible, benefit provisions, I am opposed io the scheduled in-
erease in payroll taxes,

For three years ths collsction of payroll taxes in
excess 0of benefits, with the resulting sccumulation of & reserve
fund, hss imposed = sorious drag on recovery znd has necessitsted
ineressed Goveormaent expenditures elsewhere, Oxn both unemploy-
ment and old age insurance account the deduction from consutier
buying power smounte t0 oze hillion dollars & year for the yasrs
1937-39, This deduction will be even gresater in 1940 unless in-
crensed benefits exceed increased tex collesetions, Aetually, it
eppears thet the tax ineresss w»ill yield from $250 million to
$300 million additional, while the contemplated increase in
benefits will amount only t0 hetween $100 million and $200 million.

I+ appears an opporiune tinse to ralse the whole gues-
tion of the finencing of old arve insurance, The trend im sll
other countries, snd in expert and nonular opinion in this
country, has been asw:sy from the reserve fund prineciple. Even if
the tax ineresse is postpon=d, the reserve fund will contiinue
t0 accumalste through 1942, If the tex ie incressed, this will
tend to extend still further the period over which the fund will
ETOW,
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Tha President, B

In view of the gravity of our major economic problen
of deficient consumer buylng power relative o our productive
capaeity, I urge that mo further ineresse in the psyroll tax rate
teke place mext year, The sconomic repercussions re-ulting from
& contimusd sxcess of tax collections over benefite will do more,
in my judgment, to jeopardiwze the contributory syvstem than would
postponing the scheduled tnax lncresse,

I um confining my recommendations $o the speeifie pro-
posels pluced before the Advisory Board, I cammot refrain from
adding, however, that in my Judgment the proposals of the Secis=l
Security Board do not meet the demand in this country st thie
time for an adeqguete metionnl old sze securiiy prosran.

Respectfully,

M., 5, Ececles

LBC:em
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